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OFPICE OF REPORTS AND ESTIMATES, CIA
FAR BAST/PACIFIC BRAKCH

INTELLIGENCE RIGHLIGHTS W0. 62
18 May = 24 May 1949

SECTION I. SWPRIARY OF FAR EAST TREWDS ATD DEVELOPMEWTS

The isauve of UB troop withdrawal from XKorea has been complicated
by opposition o the move expressed by the Philippine UNCOK member
(po 2)o

Despite = glowdown in the south China drive, the Communists
achleved several militery successes last week (p. 2). Meamwhile,
the divided Nabtlonalists continue plans for the avasuation of Canton,
e move that will probably mean en end to diplomatic conbact with the
Tost {p. 3},

The Commonwealth Ald Progrem in Burma, apparently off to an auspi-
cious start, may offer the opportunity tw apply judicious pressure on
the Turmese Govermmont for an end to the Keren«Burman dispube (p. S}«

Declisions by the French Chilef of Sitaff, presently visiting Indo-
ohine, will probably reenforee resoumendations made in the past whieh
:xzoquige el accelsrabed nilltary campaien end US material assistancs

Do €l)o A

A orldical pericd in the implementation of agreements reasched ab
the Batavia disoussions is approaching in Indonssie (p. 7).

Prosident Quirino hes bsen left in a potentially emberaseing .
position by the hasty adjourmment of the Philippine Congress (p. 7).

Moderates of the New Zeslend Foders%ion of Labor were btriumphant:
in issues raised at the Pederation's ammial conference laat wsek {p. &).
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The marginal notations used in succesding sections of this Waekl;g%
(%A%, “B¥, or ¥C™) indloate the imporlance of the iteme in B/FE cpinion
with "AY vepresenting the most important,
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SECTICN II. DEVELOPMENTS IN SPECIFIED AREAS

JENERAL

Philippine Delegate opposes Korvea withdrawsle-Rufino Luns, Philippine et o
roprasentative to the United Nations Coemnission on Korea (UWCOK) told
Korean Gevernnent officials on 21 May that he is convinoed the Xorsan
Republic cenuot now defend iteelif sucoessfully epeinst atbeck. Luna
stronrly opposad the scheduled withdrawal of US accupetion troope Iron
Rorewa and abtoted that US forses should remain wntdil UNCOEX hws been abis
to extond representotive demosracy into the northern zone of Korea and
dissover the factes aboul Soviet troop withdrawel Irom that arem. Luue
had previously introducsd an unsueccesslul resolution st one of UNCOK'S
sessions, desipned to impede US withdrawal,

While Luna¥s attempt to Lorestall withdrawsl is consistent with
Philippine desires for continued US security conmitments in the Paoifio,
it ie equally important as evidence of the real attltude of Presideny
Bheo and his kitehen ceabinet of US advigors with whom Luns has olose
contact, When informed on 17 May that U8 wroops would be evecumted
within the next few weeks, Rhee avpeared resisned to the faat of wiih
drawal. Rhee®s proan mleaseu have nometheless continued to regquesd
formal U8 assurances of aid ageinst argreseion as a preliminary covdi-
tion to withdrawsl, to the smbara.asmem’: of U fmbassador Mucclo. Jluna's
statement nay enocoursre Rhee to continue hie cempsipgn for & formel U3
commitwen’t o defend Korss, but it is doubtful thet Rhes will atbtemp$
0 block withdrawal at thie late date, Lunsts action, however, will
add bo the confuzion and wncertainty in Soounl p;eme:rat@d by zpeculation
regurding trogp withdrawal snd Rhee's press cempaign to obtain formal
3 aid sommitments.

Military Situation--While the Communist advanse into zouth China slowsd ¥4F
during the pest waek, new successes were scored in Shenel, So the wes?,

and central China, The Netionalist d=fense of Shanghei, m&&mmil@‘ i
steadily weakar and the evacuation of Twingino, the Nationslists® las'
Worth China Poothold, auproached complation.

South Chinas Few importeant new rains were wade in the OCP thrumt LB
south China, »sut Communist forees rapartadly oceoupled Wenshow, an impurdant
port on the Chekiang cosst. Last raported positions of Iiu Po-sheng'v
southernmost spearheads were Ningtu in southeast Kiangsi snd Nanpisg in
Fukien. Liu hes apperently pasused for the moment, perhaps to reproup his
foroes befors sarrying out his expecind rendeszvous with Communist irrcpuisrs
a shord distance further south.
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The Communist press in Hong Kong frontpaged the sapiure of 7 hsion
in portheast Ewangtung by the East River Peopla®s Liberation Army,
Cormuniat irregulars operating in the Nationalist rear, some 75 miles
gouth of Liu's forces, Communist irregulars hold exbtensive areas of
RKwangtung province and are in an excellent position to aid the onccning
CCP armiss, Canton, eventusl Communist target in Kwangtung, is presently
garrigoned by some 50,000 Nationalists, olassed as regular troops bub
incapeble of withstanding any suetained Communist offeneive, This pgar-
rison, nevertheless, presents an impediment to a gquick Communigt cocupation
of Canton, zince ILiu's light forces will he in no posltion %o mount an
immediate essault apainst a defended oity.

Shanghai: RNetionalist defensss of China‘s first city havs bson soma~
whal better than anticipated. The ¥hengpeo escape coriidor has been lapt
opon successlully, despite Communist sttacks slong the Poobung aide of
the river, sact of Shanghai, Nationalist units are gradually withdrawing
northeast toward Woosung at the river's mouth and a full-scale azssult by
the Conmuniste from the southwest and west appears immninent, CHUANG XKaiw
shek, who is reportedly diresting the oity's defenses, may be able to
selvage about 504 of his forces befors the ity falls to the Commniets,

Cantral China: Following the occupation of the Wuhan oities, Comwusist
forces have advenced soms 50 miles south along the Canton-Henkow railwiy,
20 the east, they sccupied Nenchsng, the sapital of Kiangsi and an important
rail junoture on the Chekiang~Kiangsi line. NHanchang is the fourth pio-
vinoiel capital to fall to the Communists in their drive south of the
Yanghtze.

Rorthwest Chinas The reported Communist ccoupation of Sian, capital of
Shensl, or 20 May, is of partioular significence, since Sian has been the
seat of HU Teumg-nan's power for more than a decede. HU, a loyal CHIANG
man, commands some 175,000 troops, the iargest uncommitted anti-Communiss
foroe remaining in China. Reports indicate that HU has been angaged in
evacuating his foroes to the southern part of the provines and to Sgeahwan,
and that Sian was an undefendsd city when the Commumists entered.

Znd of Vational Covernment neare<The National Govermment, as presently nye

oonstituted, probably willi not survive ths impending move from Centon.
Hopelessly divided, Hationalist leaders now are chiefly concerned with
establishing local bases of power in Chinm or with finding perszonal mcourity
abroad. Although Aeting President LI Tsung-Jjen reportedly vlans to estabiish
Chungking as & “provisional capital”, only a few top officisls and adwingge -
trators are likely to accampany him thers, Many rightewing Nationalists

will po to Thiwan instead, where CHIANG Kai-ghek may jnin them. Although
these die<hards may urpe CHIANG to resume the presidency, he protsbly will
sontinus his baokedare role for some time. Mearwhile, still other Nation-
aliat leaders wre trying to arrange 4 conpromise betwoen LI and CGIITANG.

«-BeRTT

Approved For Release 2002/01/03 : CIA-RDP79-01090A000500020011-3



)

o

Approved Fgr Release 2002/01/03 : CIA-RDP79-010M00500020011-3
SR

‘4#‘

The forelpgn diplomatic missions in Canbon *prc:ha‘ﬁ:ilthn‘l no’tii;f m‘;t;?
to Chungking or te Taiwsn. Nationelist Chins “bhera?by will ms? R f@
remaiuing asset, the repular interrationsl gt@.é:tas it has held : g;: mg}\;'n i
thes t‘mﬁty yescs. Sush a loss probably will be fatal to bokh the Chung
king and the Taiwen {actions,

Tals interruption of diplomatic contact with.tha E‘Iatiom:l Govi;:'rément
in Chitw may hasten granting of de facto recomnition %o th? Caamxrfrmt.s %
an objsctive +iewsd as desirable by repx‘*esentati'o:ea.of vamm{s wes:im?}
powers in Chius ., The replacement of & friendly Vationallst Chine uyfu
hostile Gumrunist repime is, nevertheless, an wnfavorable development
ot first i;!ﬁ.ﬁﬁ},’i"%éb.‘:‘éﬂﬂ to the western wor*léo_

| REWS MOULS

Lo

- gutonomy in the o-uth
‘_ :

west-=At 8 recent meobing of the Sourhwes b
HepreseniniLvegs’ GurTarence, delepgates from Szechwan, Sikeng,

N . N " - S e EN = g
Tormen end Eweiobow rescoive? to end Natlional Governments au thority and
wlegea thelr provinces under the Mrection of CHANG Chunts Southwest

11 kmey and Political Desdquerters at Chengitv. This action makesz 1%
anlikely that Acting Presidect LI Tsung-jen would recaive effective
provineisi suwpport for any abttempt to make the southwsst » senter of
sovtinued Natiomalist resistence to th: Chinese Communiste. CHANG Cham,
Purthermore, is reported 1o feel thet the situation is hopeless and ,
sontinued reristance useless. L% oau thus be assumed that the southwast
will ecnkinee as & non-Communist arze oniy until it is attucked.

Famine threat in North Chins--Orought has wlw=sady delayed plenting in
Torth Chive

a. TTFTIE oontinues, it will effect ciop outputs seriously,
wiih resuitant sherbapes throughout the raplon and the prospect of farvine
sy numercts losslities. Hordh Chine's fodd position is already semsivive,
pessuse of low produstion during lest year’s Jichting and military ::*e-q_t.af:.-
sitiong. Femine ceould seriously retard tae Comrumist program of econonie
pehabiliietion and politicsl consolidation. Berides the consideretions
of Lot pragtics, sny reduction in the eollection ¢f export fmmmocﬁiﬁicm?
hich a fenire would sauze means n desrease in Communiot trade prospeats
oy 104050 and thus & deorense Ln nacessary industrial imports.

&
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problem of glving effective assistaws %o Burme, without jeopardising

besen the resamt ans
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Swmnorseslth 31d Programe-The Commowealih aporoach to ths psrplexing  "4%

1% owe interests or antegonining the Burmese Government, is gradusllv
taking sheps. The Commonwsalti drbessadors in Rengoon, who form an
e0 hoo committee for the study of Formw's finencisl neods and avms
Faquiremenis, have resoried to the fagenious oxpedient of neming as
chairmarn Dufense Mindster We W.n, who Lss naen novably antaponistic
reagardiuy, Burnese-Commonveslth vooperasion. The committes hss recom
mended whit sme for twe Infanivy batislions ne supplied immedistelv
gnd & stboopmitiee on financinl asvistence i ¢ xted 4o be astah}.ia_ked
in vhe nmear futurs. Havintg sucoesefaliv wedged & fint in the dooyr, the
Comunnwenlth may be expeotfed % sxert prossure upon %.= Burtese Goverr.
ner Yo agnent its “advice.”™ The resormendaticon to wupely erme ig 1little
than o token of mesisvance, since the Burmens salresa y have more
I oarms than $froined peresomel. Nevertheless s further asiistens
e be made contingent upon effessive utilization of maberiel e
God and the Dritish Ambessador has alveady reported that erms and

ay alone will nod be encugh Go rasSore Burnese stability., The 7K,
“herefors, has suggested {with Ceylon and Yudie apresing in prineipls’
that Prime Minisber Thakin Tu be informed thes he "would be well advized®
Ly aeke raese with the Kerens and obher disst lent groups, 1 possible.
anch dealing with the Burmsss is rieky and its succeas by no
cesured, (% is a sensible wey of achlzving the necessary prolire
roessps torard e solution of Burma®s €ifficulties with & minimum
aresded ¥foralpn Avterference.”

5

Yearwhile, the ¥urrese Army hes onge mors ennounced ite "ocoups tion®
of Jueeir, tha Beven strernrhold 10 miles north of Rangoon, following iie
evasur . vy by the Rarens «Uter nearly four months of fighting. The entirs
Inssi: spisode, 10 4% i vow in fact ended, haes been a gerious reflsuilon
on ¥ a8 wmilitery capatiliies, since the Yeren garrison hag never
ox-reded un sshimsted 2000 srmod men. The Karen withdrawal from Ingain
wan probavly dletatsd for a wrlety of raagots, wnony them, shortarss of
rrivanition and food. snd the rexlization thet the montoons would prevons
reinforvensnt or respply for scew monthe .,

Porhaps the meov importsal 1eason for the Saron withdrawsl may have
vncement of Commonwealth aesisbance to the Burmese
CGovernmant, The Hivens, the mort rro-Western elevant in Rurms , had hooed
for foraimm interv:stlon in their hemlf and ths Soermonweslth astion
undoubtedly caused them keon disappointmont, particulerly sines Burmeso
wilitary foroes havp besn snmped in a asmpaien of Karen sexierminatior.

' T .
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Should the Burmese Govermment accede %o the intended Commonwealth preg-
sure for s sattlement with the Karene, the Xarens will almost certainly
aacept, espocially if the Commormsalth's influence in the action ie
evident, If Commonwealth military sesistance is uwed to conbtinues

wer ageinat the Xerens, however, their disappointment will be further
reinforoed ond their profosteran atbitude, »hish could be a wluable
faotor in the evenbtusl stabilipstion of Burma, may well ba altersd,
INDOCHI Na

awB

¥rensh Chief of Staff surveys Tonkin problem=-The continuing decline of
the French military posivion in Torkin hes resulted in & visit to Indoe-
chine by the French Chief of Staff, Genersl Revers. Besidea studyingz
defense of ths area, ocurrent disposition of traosps and materiel, and

the mmestion of reinforaements, Revers is expected to effeot long-ovsrdue
chenper in the high sommend. He mey Ve guided by the reporfa of sn
Assenbly subcommission on militery expenditures whioh, emong other things,
reconmended weplacement of present equipmant with meteriel better adopted
o susreillis werfare daring a visit to Indochine in April. The wisiling
Deputies wers shocked by the difficult oconditionz under which the ronch

Army opersted as well as the "deplorsbls inzufficiency and condition of
thelir arms."

&lthouph the subcomnission did not approve complebe swacuation of
northern Tonkin poste and withdravwml to the restricted Henoi~Haiphons-
Langron complex, they considersd that the meintenmnce of certein gerei-
sons for prastige purposes wes costly in men and materiel. The suboou-
mission emphsgized that an overall military solution to the Indoohinesoe
problem was prerequisite fto the politiocal solution enwvisioned in the
Bao Dai agreements and specified that sarly US military aild wag o neves-
gary condition to the reestadblishment of military sontrol, The viswe of
Yhe subcommission and of other French of ficiel visitors o Indochina
have persueded the Frensh Goverrmen®t %o oonsider additional spprepuvieticna
for fineneing a grester milidary effort in Indechina. UGeneral Revery is
undoubtedly studying ways and means of wost effeotively utiliging tae
axpeoted increase of military reinforcements.

While +the theory thet French militery success is a condition +o
Froneh politioal success hag wany bages in fact, the past two yesers of
fiphting in Indochine have demonstrated thet only by tremendously increag-
ing thelr military commitwents will the French be able to overomme the
resistanse. The faoct that France alone carnot provide the necessary
additional meteriel and manpower for this effort inevitably raises the
guestion of the extent to which US resources could be amployed without
Jeopardizing US prestige in ¢the ¥Far Bast in the event of a French c¢olw

lapse in Indoching.
,a%
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Jogia Restoration Problemsw--Further progress on the implementation of gk

the DutoheRepublican agreement will depend both on the ability of the
Republic to control Communlst activiby and restore law and order and

oa an orderly Dutoh withdrewal from Jogjekarte. While ths Hepublicans
inltizlly intend to uas their ermy (THI) 28 auxiliary police, they hope
to have s rosular sivil police force take over as soon a3 possible, The
problen of swvming and equipoing this oivil police force is the mort urgent
faoing the Ropublic today. Wetherlands representative . Van Royen ism
supporting the Republican vequest for suppliss but antisipetes less Than
full cooperation from Dutoh Army officials. The Army has promised 2,500
uniforms, howover, and is oongidering the question of trucke and jeens.

Civilizne whe wish to lsawe have been evacuated from Jogjekarts by
the Duatoh Army et the rate of 3,000 a day since 21 May. Full eveoustion
ghould be completed by the end of May, if the estimate of 30,000 avecueos
is correct. The contemplated Dutch military withdrawsl will probably take
another six deys zfbter that. This militery withdrawal will represent ths
beginning of & orucial perled, during which svents wey well determine
whather the politicel setilsment will be advanoced or whether military
action will sontinuw.

PHILIFPINES

Addourmment of Congress may embarass Quirino--The Philippine Congress Rk
adjourned its 100-day session in the sarly hours of 20 May. Nelther
the 124950 budget noyr most other important administrebtion meesures had
been passed, The abrupt adjourmment followed further shifts of alim~
ment in the Sevate where two factions of the Liberal Farty had been
fighting for supremecy Bince mid-Fsbruary, while the minority Facionsi-
iste Party held the belance of power, On 19 May, the Naclonelistes
suddeniy shifted to support the Avsiino Liberels in & movement to depoge
Senate President Cuenco (a Quirine suppurter), Upon learning of thia
waneuver, Luenco permitbed the Senabto o edjourn at its aprvointed timeew
midnipht, 19 Mays=winstead of conbtinuwing In session. The llouse of Rapre-
sentatives adjourned a few minubes later.

Vithough Cuenco®s actlion saved the Quirino Libersls from defeat in
the Senabe, it left the Administration fecing the coming election wish
virteally no important legislation smacted. In order to rectify thin
slbuntion, irine may oall a apecinl seseion of Congress or he mey use
his emergensy powers,bubt either course ls dissdvantapgecus. The emer-
genay powers, sussumod by President Quazon in Descember 1841 and never
withdrawa, zre highiy unpopular and use of them would probably evoke

Approved For Release 2002/01 : CIA-RDP79-01090A000500020011-3

+ e g e

-



9

Approved For Ralggse 2002/01/o§ : CIA- 9-01090A09@#00020011-3

s . €

considerebie critiolsm. If Quirino should call e special session of
Comgress, oa the other hand, his curren’ loss of conbrol in the Sena'w
might woll resuld in e legislative deadlock which would further under=
miae his presiige. )
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Labor Moderstos defsel Communiatg—-l aubstantisl majorlty vote to withe

draw from Ghe Coamunisiedoming ed WOTY, as well as the olection of
moderate officers by a wide margin and a vote of conffidence in %he Labow
Government, marked lest week®s stormy seasgions of the amnual FNew Zeslend
Foderation of lLabor conference. By the meeting's end, it was evidea’
that Commanis® infivensce in the trade union movement had bsen further
woakened., Tho Federation spent two days in hested debate on the
"Carpentarat dispute.® (The Carpsaters, o Communist-led union, wers
resently "deregistered” by ths Govermmeni), Leftewing members scoused
the Federation sxscutive sand the Govermmont of bebtraving the workevs.
In reply, nodaorates and the Minister of labor mocused the Carpenters’
Comuupist leadership of seeking the dowmfsll of the Labor Govermment
through their prolonged dispube, whish sharply curtniled construstion
and inaplred sympethy strikes throughout MZ industry. Prime llinietes
Fraser apnwealod for support of the fovermment’s decision to uphold the
arbitration swmbten threatened by the Carpenters' dispuve, and the issue
was resoived by & vote of senfidenss which upheld The lator Jovermment,
209 o 87,
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